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1.8

1.9

1.7 This Operating Practice provides definitions, regulatory
requirements, assignment of responlibititiet for nontariffed
activities, contract coordination com.ets and affiliate transaction
rules in order to auilt SWBT peraonnel entering into contracts for
the provition of these activities in following the requirements for
these contracts.

The contractI referred to in this Oper8ting Practice should be
interpreted to inclUde any oral or written agreements in which
nontaritled actiYitiM are provided by SMT to both afftliated and
non-afllliated oumide entities. This OperMing Practice does not
cover purcha.. contraetl, with the exception of transactions with
aftIll ,. coveNd in this 0pet.1ing Practice in Section 10,
Purch from AftIiIIteI. AI other information rega.!di"9 .
purchaMI can be found in OperMing Practice 112,~
IOd ContrIctinO PgIIcjM·
0.... COI1tr8Cta~ subetar*l rilles and should not be used fo'
...,. tnInMCfIon.. Non ...,. oral contractI8IW dIacouraged
except in Vf!Y unuauat cinUftIIIIIlCM involving minimal amounts
of money. EmpIoy••1 enteftnl into oral contractI must docuf!Mtnt
the detaiII of the contr8Ct wIhit a short time after agreement IS
reached. This document should be signed and dated by the
employee and, if poelible, the other p8rty'lsignature should be
obtained.

~

Not for ... or~... outIide SouIMeItem Bell
T..."M)M Company except under wlilln agreement.
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2.1

2.2

2.3

2.4

The purpose of this Operating Practice is to establiM the
procedures to be folloWed by aD departments of SWlT for contract
administration and reporting of nontar1ffed lCtiYities provided
under contract and to eetatilish the policy for ensuring COf'nt)Iiance
with the FCC affiliate tranUdion accounting Mfeguards for
purch... from and .... to afthiated companies.

This OI*'8tina Practice win Mtign IWPO"~for the elements
of the Contract Procell which inClude a-iftcation. ..-.ment.
COIling, pricing, negotietIon. and reporting for billing, accountin~
and COlt and NYen" trae!dno purpo... Thil~ Practice
atIo MtabtiIheI the speciftc riMIponIibiItie,policy, actMtieI and
audit trail for .... to, andpu~ from afIIfiMes.

Thil Ooeratina Prac:tIce deIcribeI the Nguletoty requirements for
nontarftfed ac:Ivtt* provided under contract.n.==1nea~ in "II~Pr8ctice, and
the inator and DIP""~ identffted in
the attachments. wiI ..... the _Mba PfOOIU and 8IIiIt
SWBT personnel enteri~ into a contract to provide nontarttred
actiYitJM to outside entltl8l.

PJmPR'ETAm:
Not for UM or dllclolure outside SouIWI• ..." Bell

Telephone company except under writtIIn agNelMnt.
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3.1 Gen'ral • The definitions in this Operating Practice provide a
common understanding for terms UMd in relation to contracts
covering nontartfred activitiea that S'NBT provides to outside
entities, and in afftliate transaction•.

3.101

3.102

3.103

3.104

3.105

3.108

3.107

AtlAYtebt:b •Revenues and expenses which net
down to utility operating income a reported on the
SVVBT regulated bookI. This QeMt'IlIly mean. revenues
and expen... included in regulatOry reporting.

AaIidItII· sa.., I••••, licInH agreements or any
~ of serviceI or productl by S'NBT in return for
the I'1aipt of any type Of revenues, commission. or
royaltill.

AfIIIItII· Bell Comrnunicationa R...rch, Inc. and any of
itiiUIiiidlan., any SW8T 1UbIidIarteI, Southwestern
Bell CorpoIIItion (SIC), and d aublidlartes of sec other
thanSWBT.

AfI.~~~·~Any of -.... acItvttIeI thatSWBTiii that ..pnMded to sac'end any of
SIC" other IUtllidlaril.. excluliYely utilizing primarily
extltlng f8IOUl'CM.

~.A tranuctIon which inclucte.
~~ tr-.fened or prqvided to
SWBT from an .... or frOm SYlBT to an afftliate.

-The =:~
(Fe ) in C Docket "111. ThiI method is a forward·
IooIdna fuIV c:IiItIIMdId collng tMIhodoIoaY under which
II COllI wfth either adIMct or indINct linklO ....
,.......d or non-,..u.-d 1dIw..... wiI be directly
........to~.adMty. The remaining costswi'" be betWeen==and non-"""d .Colt caul factors are
UIiId whenever poeelble, and the remaining costl are
apportioned on the batiI of a general allocator.

1IIIII:1bI;IIDI- Income and..... reported below
~ income on the S'MST bookI. This generally
m..... rwenuel and expen_ not allowed fOr
regulatorY reporting.

e8QP8IETARY

Not for ... or dllclolure outIide Southwestem Bell
Tallp:'tone Company except under~ agreement.
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3.108

3.109

3.110

3.111

3.112

3.113

3.114

3.115

3.118

CQIlDd • Any document that memorializes Activities or
AfIIIIiitiiransactions.

Contract AQrnjniltrltq • A departmental rep.....ntativ.
who has primary responsibility for the adminiltrltion of a
speciftc contract. Usually, the Contract Adminiltnltor is
either the Product M.nager, a Contract Manag.r or the
service Provider.

CQOtrIct Mantatr •A Procurement Contracting
,.,..ntitiViWho may act • the Contract
Adminiltrator for a speciftc contract.

_r.c.-=~'1':~n~y
~ adopted by the FCC to apportion ca...

ween regulated~ MMce and nonAlgulated
~. The CAM also includel ..... transaction
d.etIptIons .nd COItina methods. The CAM u..an
attributIIbIe coM methoc1. The CAM is ft1ed with and
approved by the FCC.

QIIIIwIItISl. Thole~ that .... not subject to Title
II~ by U. FCC or.. no longer regul8ld by the
..... utIttly cornmiIIions and/or the FCC.

DItIdtIId· Thole~ tNt were provided under
itiiiiftCI10r FCC tariff, but are now provided without
tariff, due to • change in the FCC or..Niel.F-=-Fqir Mer. r",• . A good/tlltll .8timt11.J::O;MiJ yiQ .tltodr1'OIItI1Wly .-dby tM ...,aJ busiMSS
COIMUIUy $lICit tu~ ClltaJor'''''''''. co"".titiY.
bltll. ,.."..",.", COlt offlit .-t, 1M' ,.aJizilbI. wd... ofan
QIMt, MIla to tltJrdptII1Ia• • te.

~....... A coetint methodology
coItI rweulllnl tram the

proviIion of. new actMlY. ''''''''' COlt stud., .s
currwdly performed by SWIT, INIY include direct costs
that may be ftxedor~.

P.ftOPRtETMX
Not for ute or~re outside SouIhwIItlIm Bell

T.'lpwWne Company except under wriIIn IlIrMment.
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3.117

3.118

3.119

~ • Those nontariffed Activities that have been
~Iyprovided as incidental to tariffed services, are
an outgrowth of regulated operations, are not a Mparate
line-of~u.in.... and fall within the revenue Iimit8tion
established by the FCC. The revenu. of an Incidental
activity, when aggregated with the revenu.. of other
Incidental ActiYitNIs. must not exceed one percent of total
company annual regUlated operating revenu...

~T~~.As dfllfned in Section 271
~.,.;:ommumcatlOiiiAct of 19M, includes the
following intett.A TA MlVices which SWBT and sse
a""'s can provide, wnhout a .".,.te affiliate, to the
extwtnt that ratepayers or competition are not adversely
atrec:ted.

• Tra1UmLr,ioru incitJ.",al to tlte provLrio" ofvid«J. audio or
otlte, proFG'""'i", ,ervicfl to tlte public

• A.larm moraitori",
• 11IIeractfw viMo tmd 11IImwt ,,,vice, to school,
• COIfIIfWrctal mobile ,ervicei
• Ilf/or'mDtlon ,torap tmd ,.".,.-
• Slptllhtg t1l/tJmtlltlo" ,.1Dted to provtJlon ofIXChanp 0'

ac~Q&CIR lervicu
• Network ctNflrOlllptllhtg i1l/tJmtlltltm receipt flItd/or

prtIYUIo" to otlwr illlerUTA. COIfllJlOll ctll"rte"

3.120 IMHM"dIl- Thole noma..... ActIvttIea tMt are not
IMidental. ~ could include Regulatld MtViceI,
......u...d services that a,.Hne-of~activities,
Mel thole former Inciclentalldlvtllll that would cause
SWBT Incidental reven..... in the ......-' to exceed
one percent of total company annual regulated operating
rwen.....

fBOPRIETARY
Not for ..or dilclc*,. outside~ Bel

TIIIP.WM Company except under written eg.....".nt.
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..

3.121

3.122

3.123

3.124

3.125

3.128

3.127

3.121

NOOrMuiateQ • Tho.. Activities that are not clMlified as
common carrier communications services for purposes of
TItle II of the Communications Act of 1934 as amended.
This includes preemptively d.~ulated ..rvices and
excludes those activities classifiid as Incidental.

rmntari«Id •Those Activities that are not provided under
iiiner state or FCC tariff.

Nan~1aWItId • Any of those activities that are
not IifOVididUrider--eifher state or FCC tariff but receive
regUlated accounting and cost allocation treatment.

QpcrqliRn. In.ttql1atl0n. or MqilJl'lIQlICI (OI&M) • A provision
oftM T,I,commll1licatlons Act of1996 by which SWBT~nd ail
sse 272 ajJIliOl's ar, strictly prohiblt,dfrom providing or in
all)' way assuting In tM oplratlol'l, instqllation or maint,nance
oftM otMr's network.

~ • Any corpOrate, cMc or commercial
~other than Southwestern Bell Telephone
Company or ita aft....

~fJ~~~rl:I':~,·Thole ActivitieI that have6iIen u CC in a manner that preempts
..rwgulation.

Prr,...nw/y Prrygillg. Suvlc,s prov/.d by SWBT to a
272 aJ/Illtlt, al"I ffOIlflbj,ct to tM jim tlll'llhoid to ,stabllsh
pI'WGIltngJ1"c,. B1ctllU' tM s,rvices provl.d by SWBT to
tM 272 ajJUltIt, """t 1M J1'Dvidld to lIIIlI/IUiatld ctll'1'i,rs in a
1IOfIedI.rcrlminatory 1fIQMI1', tM pric, II p"'swnptivlly

prrItliIlng.

PrrwUIIr Pr#q • 71w prlcI at which an ,ntUy QCtrIlIlly
proYIda a ,ervic, or au,t to tM ,.,..ralpllbllc In a
IIIktQIItUJ/ rrumblr oftrtJlUllCtfolV. A.r jwt_ dlji",dfor
aJ1I'ItItt trtllUQCtio" JIII1'1If*I, PrlWJilIng Pric, is ,stabllshed
ortly 1/..1 ofaptII1IcuJar as"t or "rvie, to nonafflliOl,d
tJdnJpartl'l '1ICOmptWlJ ",alB than JOH oftM totql
qwJIIIUy ofIVCh protIJI&t or s,mc, ,old by an ,ntityfor thl
tiIftI period corulltlng oftM Clll'Nnt cql,ndar year pllU thl
prior cal,,,., year.

eJlOP8tETARY

Not for '* or diIcIoMJre outside SouthweMIm Bell
T."~ Company except under written agreement.
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3.129 Product Mlnag.r - A Marketing representative
responsible for the life cycle management of assigned
products or se.vices. The Product Manager may be
appointed to act as a Contract Administrator for a specific
contract.

3.130 Regulatld - All Activities that are classified as common
carrier communication ...vices for purposes of Title II of
the Communications Act of 19~, as amended. This
includ. state-<teregulated basic services where the
actMttes are reflected in interstate tariffed offerings and
are detariffed or otherwt.. subjected to some form of
deregulation in one or ITIOf'e stOle. Activities
deregulated in the interstate jurisdiction that are not
preemptivefy deNgulated and items that are deregulated
in the intrastate jurildtction but are regutatec1 in the
interstate jurildlctlon a,. aIIo to be a-ifIed as
Regulated. ActMlteI a-ifIed • Incidental also receive
reguleted accounting and COlt allocation treatment.

3.131 StqIbz 212· The IeCtJon of the Telecommunications Act
of 1IN wttich deffnea sepentte ."",. requi,.rnents for
competItJve ectIvIIIea. (s. eIao "272 Altllla"" end "272
0vwsIght Team,

3.132 StIyp PnwidIr •A repNIentative from the department
thllt pnMcIeI an ActMty under contract to outIide entities
or afIIIateI. The 8eMce Provider may act II the
ContillCt Adminiatrator.

3.133 IIdIIrIt •Thole~ that are provided pursuant to
documen1a tiled with stIIte or..rat regullltory
authoritIM. TheM documen1a (taritfI) cont8in tenns and
conditions under which the activity is provided, deteribe
the activitY and provide I method for determining the......

fBOPNETNft
Not for ute or dlsclolu,. outside SOuthWeStern Bell

T.1ephone Company except under written agrwmenl
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3.134 272 AtrftU· A structurally separate ,fflliate as required
by Section 272 of the Telecommunications Act of 1996
that engages in manufacturing activities, interl.A TA
telecommunications seMceS except those classified as
incidental, or interI.ATA information services.

3.135 272 OvttJigbt Tnm • Provides expedited review of a/l
proposed atrfhte trrInsactions between SWST and any
subaidlaty ofSSC that i. either currently operating under
272 8tnJctural seperatlon. role. or slated to do so in the
futute, in order to "Ute that the proposed transactions
comply wHh the stNcturaland transactional requirements
and the non-dIacI1minat~. (Caution:
Proviaion or rec»ipt of intetLATA services without prior
I'8view by the 272 Oversight THIn could sevently
datNge SSC'. authorlty to otrer intert.ATA services.)

8ecau. SWSTis under legal obIIfIelion to provide a
point of intwface for ourown 272...,.. that is
idfIntJcaI to that provId«J to unaIIIIIated thitrJ parties,
tIHn .,. two ...... points 01 contact for thi. 272
Oversight Team:

• AI teqwsta from a 212...,. for SWBTproducts or
seMeN should be dflecMd to the existing customer
contact point apptoptfate for the setVice being
otdMJd (SSC, CPAT, Regional MarlcetJng, etc.)

• AI otIHtrptopOaed..,. lnInaactlon. involving a
272 .... should be submifted by the close of
",."..MCh wec:tJNdey, In writing, to Mary Marks
• seniorAttoINy, in c-. 01 Corlne Duff
(c61531eDmonma'.abc.comJ Qlfor to ptpYision or
IIQIIptofe.... Requats should contain a
cIMr, COI1Ci.-""""" 01 the facta, together with
any suppottlttg documentation which SetV8. to better
illuminate the request.

~

Not for UN or dildolure outside SouthWeStem Betl
Telephone Company except under written agreement.
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4.0 REGULATORY REQUIReMeNT~

4.4

4.6

4.3

4.5

4.7

4.1 All Nontariffed transactions betWeen SvveT and outside entities
must be treated in accordance with reJulatory rulings to ensure
that the SVVBT regulated bulinen actIVities are not sUbsidizing
any other busin... activities. All such transactions are subject to
scrutiny by federal and state regulators.

4.2 The FCC in CC Docket 88-111 initially set forth the rules for
ensuring appropriate cost allocation treatment between Regulated
and Nonregulated Activitiel. estabIshed limitations on Incidental
Activities, and deftned Afftliate Tranl8ction accounting safeguards.
The rule. goveming a"'''ate tT8nactions went amended in PC
Docket ~150.

Part 84 of the FCC Ru" and Regulations documents the cost
allocation requirements eetablilMd by the FCC. The CAM that
SWBT h. ftled with the FCC camp••s with the prov~ons of Part
84. An annual CAM audit • performed to monitor ~Iiance with
the coat allocation requinlmentl. A bIennieIextemal audit of
Section 272 atrrIiale tntnaacfIona will be required and will include
joint federal and state regulatory petflclpation.

Part 32 of the FCC Ru" andR~ includes instructions for
the accounting trMtI'nent to be ac:rconMd to both Reguleted and
NonregulMed activities. including NontarftId contract Activities
and • .- tranuetiona. The SY48T Accounts Manual provides
the detail neceIU'Y for appropriat8 SWBT reporting to ensure
compliance with Part 32.

Part 38 of the FCC Ru.. and Regul8tlona provides requirements
for the handling of ActivttIeI in reIitIon to the jurtadictional
separations process.

1ncicier*llmarLATA aerva. muIt be accounted for on SWBT
bookI and records • nonNguIIdId actIv.... FCC notiftcation
reguiWMntlexist with reaped to MW nonregulatecl activity
otrertnp.

The purpoM of the MCtlona that folloW is to eatabHah the
procedUrel to be followed by .. dlpertn..ma of SWBT for the
COIItract administration of r.oHt8illM aetMtiea provided under
COIItraet both to~ third pa"'" and ..... and to
eatllblilh the procedUrel ...sery to .-are compliance with the
FCC afftIate transaction accounting ~uards for both sales to,
and purch... from afftIl....

eBQ!BIETARX

Not for Ute or dilctolure outlide SouthweItem Bell
Telephone Company except under w,ltten agreement.



Southwestem Ben Telephone Company
Operating Practice 125
Nontariffed Activities and Affiliate Transactions

Page 2
June 1997

4.8 Unique procedures may be required for the provisionlreceipt of
nontaritfed services or affiliate services tolfrom companies
involved in merger activities with sec and/or SWBT, such as the
sec merger with Pacific Telesis. see Attachment 3 for merger
contact information to learn more about any such procedures.

~

Not for ... or dilclosure outIide~ Bell
Telephone eomp.ny except under wrtIIn IlIreernent
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.,,-,.
5.0 SERVICE CLASSIFlCATIQ~ PROCESS fQR SALES TO AFFILIATES

Caution:

5.1

5.2

5.3

No contract/or a 272 affiliate can come through this process prior to
legal and regulatory review by the 272 Oversight Team.

As soon a. an employee becomes aware of a new or potential
nontariffed SWBT service offering I a Letter of Notification must
immediately be sent to the Cost Allocation Manual (CAM) contact
for formal cla..ifteation of the service a. regulated nontariff,
incidental or nonregulated. See Attachment 1, page 1 for details.

The MNice c18..iftcation procesa occurs only once for each
service un_ there are signiftcant changes In the service being
oft'enId. On the other hand, the~ clauiftcation proceu
outlined below applies to all afIIfiateSilis contractI. If the service
to be otrer.d i. just another occurrenc::e of a service that ha.
alrMdy been cIMaifted and the buyer ia not an afftHate, this
Operating Practice ia not applicable.. .

Once the CAM Contact h. ctaalifted the service • regUlated
nontarttf. incidental or nonregulated, enter the contr'8et
cIaaaiftcation proceu a. desCribed in:

section 8 for services that h8V8 been clauiftad • regulated
nontarttf.

section 7 for services that h8V8 been cIaIaifted a. incidental
aetivttIeI. and

section 8 for services that have been cI_ifted ••
nonNgulated.

In....d _ 8ection1~~.if the MNice is an
....... MNioI that it being perfonned within SWIT for S'NIT in
the nannaI cou.... of buai..... and '- being considered for offeringto" 2 7 only.

-n.- DIO=d~"ensure that 1) all ..... contractIare reviewedtw .... COt-td Coordinator and the CAM~. 2) the SVVBT
CAM II UDd8ted • necee.ary. and 3) cop. of the contnIdI are
pnwided \0 the appropriate ~ulators. and 4) any necee..ry fully
dlltrlM*d ca.t studies and fair nrket value stud_ a~
compIMId. for previoualy ctaalifted services to be provided to an
afftIIate.

f!ROPRIETARY

Not for ute or dileloaUre outside SouIhwe"'" Bell
Tal.phoN Company except under written ag,...."."t
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5.4 Based on the information provided, the CAM contact will classify
the service as Regulated, Nonregulated, or Incidental. If
exception time reporting is required aa in the case of Nonregulated
seNices the CAM contact will provide the time reporting
information.

5.5 Upon receipt of the _Nice cla.ification information from the CAM
contact, the formal contract classification begin.. The process for
contract a-itication depend. on the service c1asaitication a.
determined by the CAM contact.

5.a Contract cl...ification procedures are found in the following
sections:

section a- R~ulated NontarifP
section 7 - Inciclentill
section 8 - Nonregulated.

The department that negotiatea the contract is rwponlible for
appointing • Cotinct Aaministrator for the contraet. Once the
connct is~, the department that II aetuatty providing the
service (servICe Provider) must ""nt•maneger to assume the
role of Contract Adminiltratot' and to pedorm the ongoing
reporting .net ."..,...".m CMII'Iight of the contract that will be
necee••ry over the lire of the connct.

The Contract Adminiltnltor is~ for certain activities as
defined in the following section. of this pradIce.

eBOPBIETARY

Not for ute ord~ure outside SouthweItem Bel
Talephone Company except under written agreement
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8.2

8.3

Caution: No contract for a 272 affiliate can come through this process prior to
legal and 'fgulalory review by the 272 Oversight Team.

6.1 The classification of Regulated nontariff indicates that the service
is one of the following types of activity:

a. a common carrier communications service for purposes of
Title II of the Communications Ad of 1934, as amended;

b. a common carrier offering subject to forbearance,
streamlined or other decreaaecl regulation;

c. an ActivitY Regulated in the interstate jurildiction that may
be detariffed or deregulated in the states; or

d. an ActIvity that it ~ulatedonly in one jUrildiction, and
Rev~~ in the other Jurildiction. For exampte, if the
aetMty is deregulated in the interstate jurildlction and the
deregulation is not preemptive.

A MNice may be a.tifted both • reguillted and • an afftHat.
tnInUction. Exceptiona for treatment Of afIIIIate transactions are
noted in the following par8graphl of this section. services
~a to atntrates are addrened in section 13-Atftliate
Services.

Upon cIMIitIcation of regulated by the CAM contact the Contract
Adminiltrator beginl the contract clauiftcation process.

8.301 S.1 ca.&U=1DIDt
For..£pCitifiJcontract.~new product, service or
ActIvity must be ••esMCI for maJt(etability.

a. SInd the letter of request to the Marketing
AII••ment Add..... identifted in Attachment 3.

b. Provide a description of the product, service, or
ActIvity.

c. DMcribe the targeted market for the product,
MNice or Activity.

d. If the reeuIt of the ..-.ment II to introduce a
regulated nontaritI'ed (contr8Ct) ..mee, then
contraeta would be~ with the buyer.
Negotiation il add.....ed later in this section.

PBQPRIETARY

Not far UM or dilclosUre outlide Southwestern Bell
Telephone Company except under written agreement
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6.302 Step 2 Colt §tuqiJs
A cost study is required for each new or renegotiated
contrllct for the provision of Nontariffed Activities. The
COlt ltudy resultS win be provided to the Product
M.nllg_ for use as a cost floor reference. For generic
contracta and contradl where the pricing elements
rem.in the same, one COlt study will suffice.

1) The type of caet methodotogy used will be based on
the clauittcation of the contract.

a. For contracts with Non.trill.ted thirQ p.rties
thM .... ctauifted •• Regulated, an
incremental unit COlt study wi" be used .1 the
caet ftoor reference for establishing the price.

b. For contrICtS with Aftiliates. a Fully Distributed
Cost study u promulpted in 47 C.F.R. 32.27 and
47 C.F.R. 64.901, will be used u the cost
comptJrl.rtm to all ,Rt1llfJl,dja;, moral lVa/uton
lot' tltM, IImCIIlot' which a pnvai/ingpric, dots
not 1%1#. SWBT will record a.J rlWrtUI tltt high,r
oflltiJlfGt,dfa" """"al val"" and FDC. Estimat,d
fa" """"at val"" ItudlII wiD be p'rformId with th,
autrlllllCe oft. Ar,a MtIIttI",..Afflllat, ~rvic,s
(1'0'" Power!, 314.23j·9jj9) rui", Ulftl.6lliat,d
thirdJ1III1Y pric, lilt!, quot,s or a /nui",ss res,arch
cowtllltt's auutQ1lC,. Aprnailin,price can only
be ,ItabltrJwd if1IttJn tlttm jiM ofDIIlndividuol
s,mc, or ite", qlMllflity is lold to ulfll/Jllial,d third
pG11ill. DocvN",ation .ruppor1tng tile
det""";nlllion tllllt a prevaili", pric, u ,!tablt.sh,d
IJfII6' be provided to ,lie A"a Manager.Affiliat,
~mCII.

(Note: Stat8 jurildiction. may have cost rules
equivalent to or the same ••• tariff for certain
MNices. A legal review will ...ist in thil
determination.

2) To,.quest. cost study. a letter should be sent to
the Coet Stud_ Req"- Add..... idelltifted in
Alechment 3. QUlltion. may be ret.rred to the
Coet Stud_ ContKt identifted in Attachment 3.
The following information is reqUired.

PBOPRIETM!

Not for UN or ctiIcIoIunt outside SouthweItem Bell
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a. Provide a description of the contract. the
contract period. and a description of each
pricing element (such as per unit, per month,
per hour. etc.).

b. Provide all non-recurring cost elements (one­
time and/or start-up) by state and the
anticipated date the costs will be incurred.

c. Provide all recurring cost elements associated
with capital investments; i.e., all equipment,
account codM, instalt8tion hours, engineering
hours, vendor tee., Prooet'tY tax and
maintenance expen_-(doflars or hours) by
state and the anticipated date the costs will be
incurred.

d. For labor efforts (~rrtng and non-recurring)
provide theR~ Code (RC), the Job
Function Code (JFC), the job level, the number
of people and the hou,. required by state to
perform the function. Also indicate how the
time was ctetermined (e.g., time and motion
study, experience, etc.).

3) The Coet Studies organization wi" perform a cost
study baled on the CIeIIiftcation of the contract.

a. Cost Studies penonnel may request additional
information, .. needed, from the Service
Provider andlor the Contract Administrator.

b. Cost Stud_ personnel will develop the annual
coMa aaocinId with the Activity including
capital COlt and operating expenses.

C. ' The COlt study .-ub for MCh pricing etement
will be I)I'OVided to the Martteting Department
to establish the price. The COlt study can
usually be completed within two months from
the date of the request. This coat is
considered to be the COlt ftoor for establishing
the price.

d. The COlt study resub may be provided to the
separations organization for their use if
required.

PROPRIETARY

Not for UN or disclosure outside SouthweStern Bell
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c.

6.302 Step 3~
The pricing o~specjfic ~n~ct Activities is normally done
by the Marketing organiZation unless the contract is with
an ."",.te, then the AAt. M.nager-AffII,.te Services
should be contacted. Regulated nontariff service pricing
for nonafftUate S8fVices is coordinated through the Rates
organiZation. Three basic factors are considered when
determining price: market value, service value and cost
recovery.

a. Market value is a primary factor in setting price. If
acom~ UNice, product or activity exists in
the open marketp*-, the price should be set in
relation to that market price.

b. If a market comparable il not available, service
value can be used in setting the price. The value
of a UNice, product or ActivitY may be what the
customer is willi~ to pay or what it would cost the
customer to perfOrm the service internally.

However, both market value and service value
pricing must recover cost II determined by the
coM studies group and should altow for a
reMOMbIe contribution. 1'he hJgI'wofestimated
faiT mafic., value and FDC will be recovered for
seMcea provided to .... ifprevaiHng price
criteria ant not met. A prevailing price c.n only be
NtabIIahed ifmote then 50" 01 an individu.1
seMce or item quantity i. IOId to un.trfll.ted third
petfiM. Documentation suppott#rtg the
determination that • pteVaiIIng pttce i. established
muat be provided to INM. Manager-A",'iate
SeMce•.

eB0P8lETARY
Not for &.1M or dilclolure outlicle Sot.IthweItem Betl

Telephone Company except under written ag....ment.
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6.303

6.304

6.305

6.308

6.307

6.308

Step 4 Negotiation
For each contract, coordination must occur between the
Buyer, the Service Provider and either the Product
M.nager or a Contract M.nttger to negotiate terms for a
formaf contract. Negoti.tion a....tance and guidance is
available from the Marketing and L.I Departments and
where appropriate. the Procurement Department.
Specifically I the $lroup that seta the price for a particular
service can provide contract negoti.tion or
recommendations on contract content. Prior to signing,
all contracts are required to be submitted for legal review,
a. indicated below.

Step 5 '-WI~ .
Each connct miniltrator must forward to the
appropriate state or Headquarters Legal Department the
contract for review before the contract i...ned. If the
contrllct covers an...traMlCtion. the CAM Attorney
mu.t allo review the contract prior to signing.

Step6~
Upon return from~ review .nd if ........ry the CAM
Attorney review. the Contract Adminiltrator must obtain
the appropriate signatu,. of the buyer .nd SWBT
(according to the Schedule of Authorization.).

~~tract is sianed the Contract
Adminiatrator must I)AIp8f8 the SW-1161 • delcribed in
AttIIchment 1. The SW·1181 '- forwarded to the
Col..Coordin.tor lilted in Attachment 2 for formal
cIMIifIcation. A copy of the signed contract must be
attached to the SW-1161.

w:~~ review the contract and
.., the- 8W-1161 indicatll'l concurrence with the
cIiIaiftc8tion of the activity • noted on the SW·1161.

w:~J~ft.t. appropriate Legal
DeDartment representative signature indicllting ~.t
he/she h. reviewed the contract and agrees With the
cIMIiftcation.

PROPRIETARY

Not for UN or disclosure outside SouthWeStefTI Bell
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e.4

e.5

6.309 Step 10 ~A~.W;_IiGSd_lI
Upon retum of the -11 1 w' the proper signatures
as defined in steps 8 and 9, each Contract Administrator
must coordinate with the Contract Coordinator (see
Attachment 2) who will contact Accounting
Classifications, when necessary, to ensure that the
proper account ctassifications are determined for
financial reporting purposes.

The accounting for Regulated Nontalitfed Activities
provided under contnlc:t il consistent with Regulated
Activities provided under f8dera1 or state tariffS. All
expen_ are charged diAtCtly to the appropriate
expense accounts .. inculTed. The revenues from these
serva. are credited to the appropriate revenue
accounts consistent with the recording of revenues for
similar services under tartff.

e.310 8.11 ~JMdDI
EachC~ttItor WHI determine the
~ tr8Cking tY*m and muat ensure that the
dItaiII of the ongoing contnIct ActIYitIIe .... provided by
the Service Provlder~to the~~ and
tracking .,..".. If the seMce"il DRl to affttt8tes
.. WIlt • nonafIIfatM. the ContNct Adminiltrator !DYI1
coordinate with the contract Coordinator to eetabtith
procedu,.. for traeIdna the ..... nnuctionl for
~ ,.rtIng.A~ for the billina and
tniCking of contract ActIYitIIe provided by SMT is
AIPQI18d to the Comptrollers ofIIce through the following
accounting proceMM:

BltHng for contr8CtI cIaIIifted regulated non-tariff
is through CRIS. CABS, or revenue special
biDing.

The COl..... that have been cIaIIifted regulated nontartff and
....~n via Fonn 8W-11e1 wilbe UNCI by the Contract
Coordinator in updating the SWBT CAM flied with the FCC.

S-••••J.,..tmtnl Each ContNct Administrator mUlt provide
iiiIiiiiiIiii8i requeeted by the~ organization for
~. FCC requiremen1a for appropriate 8ep8r8tion1 treatment.
QUlltIiOns may be referred to the separations Contact listed in
Abctment3.

PBOPBIETABY
Not for Ute or dildosure outside Southwestern Bell

Telephone Company except under wrttten agreement
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6.6

6.7

BwiIw Each contract should be reviewed by the Contract
Adi1iIiifstrator on an annual basis to determine if there have been
any ch.~" that may require the contract to be reentered into the
clauification process.

Cln~Hltion If a contract is cancelled. the Contract Administrator
shou write "CANCELLED on (date)" in red ink at the top of the
original SW·1161. and return the form to the Contract Coordinator.
In addition. the Contract Administrator must ensure that the
ongoing reporting auociated with the contract Activities is
terminated appropriately.

fROPRtETARY

Not for use or dilctOlu,. outside SouthweItem Bell
T.I'Ih~ Company except under written agreement.
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7.2

7.0 INCIDENTAL ACTIVITIES CONTRACT CLAS§IFICATION

-Caution: No contract/or a 272 affiliate can come through this process prior to
legal and regulatory review by the 272 Oversight Team.

7.1 The cla..ification of Incidental Activity indicates that the service is
considered:

a. An outgrowth of Regulated operations; and

b. a non-!ine-o'f-business Activity; and

c. has been traditionallY treated as Incidental. (Listed in.
Section 3 of the svvBT CAM)

A service may be cI_ified as both an Incidental Activity and an
affttt8te transaction. Exceptions to Incidental treatment for affttiate
transactions are noted in the following paragraphs. services
J)rov1ded D to aftHiateI are addreaecl in section 13-Afftliate
Services.

:~~211lKt-"" new service or Activity must be
....sed for marketability.

A letter of requelt for the .....ment of a new product.
service or Activity should be handled as follows:

a. send the letter of request to the Marketing
~Add,.. identifted in Attachment 3.

b. Provide a description of the service. or Activity.

Co Delcribe the targeted marttet for the product.
service or Activity.

d. If the result of the ..-.ment is to introduce an
incidental activity (contract) service. then contracts
would be negotiMed with the buyer.

Upon cIaaiftcation as an incidental activity by the CAM contact
the contract administrltor begins the fonnal cI..mcation process.

7.301

7.3

fBQPRtETARY
Not for UN ord~re outside Southwestern Bel
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7.302 Step 2 Cost Study
A cost study is required for each new or renegotiated
contract for the provision of Incidental Activities. The
cost study results will~ provided to the Product
Manager for UN as a cost floor reference. For generic
conncts and contracts where the pricing elements
remain the same, one cost study will suffice.

b.

1)

2)

The type of cost methodology used will be based on
the cla..ification of the contract.

a. For contnlctl with Nonafftliate third partie. that
are cIMIifted • Incidental Activity, an
incremental unit cost study will be used .. the
cost floor reference for establishing the price.

For contrIctI with Afftliates, a Fully Distributed
Cost study • required by the FCC rules as
promulg.ted in 47·C.F.R., Part 32.27 and 47
C.F.R., Part &4.901 wiD be used.s the cost
compGt'iJon to em ,sdlflGt,dfair marat .valuation
for tllM. I.mcafor which a prevailingp,ic, dMs
not aiJt. SWBT will "cord Q8 rperra the higher
o!utilrlllt_/GIr "...., val. and FDC. EstilflQt,d
fair "....t WIlw ItrMJi.S will1H fMrfof1Md with the
auiJIIJItC' oft• .hIG MQllQllr-AjfIlial, Services
(I'0IIt POW'S, 314.23$·9jj9) usin, amaJ/flial,d
tlri,dptII'typrl« ltrts, quotes or a bUS;MSS res,arch
cowt.,,'! lUStrlanc,. If prevailin, price can only
be ,stablWwd if""'" than $0" ofan individual
s,rvic, or U..qwmtity is sold to llnalllliDted third
partia. DtJcIIIM",ation svppoI'ting tit..t,,.,,.,1IIItItm tMt aprevailln,price is ,stablished
ntIII' be provided to t. Area MtIIfQ,e,-AjJiUal,
Servtcu.

To requeM a coat study, a letter should~ sent to
the Colt StudIes Request Add.... identifted in
Attachment 3. QuestioM may be rdarrect to the
Coet Stud_ Coract identifted in Attachment 3.
The following infonnation is required.

.~ ..

PROPRIETARY
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.,,-,.

3)

a. Provide a description of the contract. the
contract period. and a description of each
pricing element (such as per unit, per month I

per hour, etc.).

b. Provide all non-recurring cost elements (one­
time and/or start-up) by state and the
anticipated date the costs will be incurred.

c. Provide all recurring cost elements associated
with capital investments; i.e.. all equipment.
account codes. inltallaticn hours. engineering
hours. vendor fees. property tax and
maintenancee~' (dollars or hou~ by
state and the anticq)ated date the costs will be
incurred.

d. For labor efforta (recurring and non-recurring)
provide the R~iUtyCode (RC), the Job
Function Code (JFC', the job level. the number
of people and the hours required by state to
perform the function. Also indicate how the
time.. determined (e.g., time and motion
study, experience, etc.).

The Cost Stud.. organizetion wiH perfonn a cost
study bated on the a-iflcatton of the contract.

a. Coat Stud.. per'IOMeI may request additional
information, • needed, from the Service
Provider and/or the Connet Administrator.

b. Coat Stud.. perIOI1ne1 will develop the annual
COlts .1Odated with the Activity including
capital coM and opeming expen....

c.· The coM study ,...tta for MCh pricing element
will be DRMded to the M8rketing Department
to eMablt.h the price. The coM study can
usually be completed within two months from
the date of the request. Th. cost is
contideIed to be the cost ftoor for establishing
the price.

d. The coM study ,...Ita may be provided to the
separations organization for their use if
required.

eROPRIETARY

Not for UM ord~ur. outside SouthweStern Bell
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11

7.303

7.304

Step 3 p' i
The PriCin~CE'speciflc contract Activities is normally done
by the Marketing organization unlea the contract is with
an aflNiate, then the AfH Manager-Affiliate Services
should be contacted. Regullt8d service pricing for
nonaffiliate incidental services is coordinated through the
R.... organization. Th.... bMic factors are considered
when detennining price: market value, service value and
cost recovery.

a. Market vllue is a primary factor in setting price. If a
comparable service, product or activity exists in the
open marketplace, the price should be set in
retation to that market price. If the Incidental activity
is similar to a tllrlffed activity, the tantred rate may
be a primary price determinant.

b. If a market comparable is not available, service
value can be UMd in ... the price. The value of
a MrYice, product or ActiYtlY may be what the
customer is wi.~ to pay or what it would cost the
customer to perform the leNa internally.

c. However, both martcet vllue Ind MrVice value
DrtcinI must ntCO'M <:c*~ 101M reaonable
ContrtfMJtion. In the ClIM Of MNiceI to affiliates the
hlglter 01~ ffIIr matIcet value and FCC must
be recovered if the prNIiIng price criteria is not
mel A~~ tNIt» OM Only be••bllahed if
mote than~Of., itttJIvIdua/ setVice or item
~,: to undJled third parties.

su~ the determination that a
preveiIInQ ptfoe Is eatablfehed must be provided to
the AIM AWt.,.-AtIIIate seMces.

~~coordination muet occur betWeen the
~, the seMce Provider and... the Product
MIn.- or I CoI,nct ,.."... to~ terms for a
fonNlconnct. NegotiIlIIon iIaiItance and guidance is
...ble for theMa~ and Legal Departments and
wh=reappropriate, the PrOcurel1"lent Department.

icaHy, the group that .. the price for a particular
.-vice can provrde connct negotiation or
recommendatioM on connct content. Prior to
execution. all contraeta ate required to be submitted for
legal review.

eBOPRiETARY
Not for UN ord~" outIide SouthweIt8tn Bell

Telephone Company except under written agreement.
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7.305

7.308

7.307

7.308

7.308

7.310

Step 5 Legal Reyjtw
Each Contract Administrator must forward to the
appropriate state or Headquarters Legal De9artment
each contract for review before the contract is signed.
For contracts with atmiet.s, the CAM Attomey must also
review the contract prior to signing.

Step 8 cmma.ctSitniOSI
Upon relUmtr'Omiegal review the Contract Administrator
muat obtain the appropriate signatu,... of the buyer and
SWBT (according to the Schedule of Authorizations).

Step7 e=aW·,,01
The contfIrministrator mUlt prepare a SW·1161 as
deecribed in Attachment 1. The Contract Administrator
must forward the SW-1101 to the ContnICt Coordln8tor
listed in Attachment 2 to obWin the formal cIaIIiftcatjon.
A ligned copy of the contract mUlt be attached to the
SW-1181.

w:~ r8Vtewthe contract and
sign the SW-11e1 to indicate IgrMlMnt with the
cIiIaiftcation • noted on the 8W-11e1.

w:~~ obtain the signature of
the CAM AttorMy on the SW-11e1 to indicate
concurrence with the ct.Iiftcation of the incidental
service contrad.

S.,0_
E8chCon_~must coordinate with the
COIatraet Coordinator <_ Att8chmInt 2) who will contact
AccountIng C'-itlcatlonl. when nee•••art. to ensure
thIIt the proper account cl••iIIcationI ... determined for
~I reporting PUrpoMS·

~ and t8VWJCIe 8CCQUnting for Incidental Activities
pnMded under contract ia conliltent with Regut.ted
ActIviti-. provided under federal or ate tariffi.

e80pRlETMY

Not for UN or dilc:aure outside SouIhweItem Bell
Telephone Company except under written ag..-nent



Southwestern Bell Tetephone Company
Operating Practice 125
Nontariffed Activities and Affiliate Transactions

PageS
June 1997

.-......-... 7.311 Step 11 RIPorting aM Trackiog
Each Contrad Administrator w1irdetermine the
appropriate tracking system and must ensure that the
details of the onqoing contract Activities are provided by
the service Provider to the appropriate billing and
tracking systems. If the Incidental ActivitY centrad is for
a service to be provided to Affiliates the Contract
Administrator !mill coordinate with the Contract
Coordinator li8liCfin Attachment 2 to establi8h
procedu.... for tracking the Affiliate Transactions for
regulatofy reporting. A list of the Incidental Activities and
the Contract Administrators is provided in Attachment 4.
R~ng for the billing and trackina of centract
Incidental Activities provided by SWBT ia reported to the
Comptroller's oftIce through one of the foHow1ng .
accounting proceaMl:

ao Revenue special~ is the methodolc)gy for
contractI cI-.ifted • Incidental (inctuding
incidental contractI with the .......) except .a
noted in b.

7.4

7.5

7.8

b. The Technicel ServiceI Billing SyRim may be used
for billing to AfII1i8teI for cett8in incidental services.

Annual operating revenues from 811 Nont8nr.d Adivitiea classified
• Inciclental cannot exceed. in the ..nagate. one percent of total
compeny annualRegu~ rwenues. The Contract
AdminiIhtor for MCh ACtIvity is reeponaible for
tracking the Incidental revenu. and for~ the total annual
reveftu. for each Incidental ActIvity to the Conhct CooIdInator.
On an 8MUeI baM. when the~'=- revenue information is
needed for FCC rtIDOftIna, the CO CootdnatorwtU initiate a
,...,. to thel~ktMtieI Contr8Ct Adrniniatrators for
fIJP011Ing the total ann_ revenues aaociated with each
Incidefltill ActIvity.

The CUI...... tNt have been a-ifted via Form 8W-1181 will be
UIlId by the Contract Coordinator in updating the SVVST CAM filed
wIh the FCC.

a-.tIDnL.~ E8Ch COntract Adminiatratc?" must provide
inJiiiiiiIiiai~ by the 8eptIratioM orpnization for
fuM" FCC AIqUirementI for 8PP!OPri-~s treatment.
QueItiOnI may be refemld to the Separations Com.ct lilted in
Attachment 3.

eBOPRIETMY
Not for UN or dildolure outIide~ Bell

Tetephone Company except under written agreement.


